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OATH OR AFFIRMATION

I J. Edward Pike , swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Funds Distributor, LLC ,as of

" December 31, 20 09 , are true and correct. I further swear (or affirm) that neither the company

nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified solely as that of
a customer, except as follows:

“,“mmm,, ,"
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X g, ot fok
==-,"* Sigifature
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;,, o Finanmal and Operations Principal
' ‘X"ﬂmum\\“ Title

i
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AY
Notary Public N

This report** contains (check all applicable boxes):

(a) Facing page.

(b) Statement of Financial Condition.

(¢) Statement of Income (Loss).

(d) Statement of Cash Flows

(e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietor's Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(2) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

(G) A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

(1) An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.

OO O OOCoCoOOEE

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

" **For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Report of Independent Public Accountants

To the Member
Funds Distributor, LLC

We have audited the accompanying statement of financial condition of Funds Distributor, LLC
(a wholly-owned subsidiary of Foreside Financial Group, LLC and a limited liability company),
as of December 31, 2009 that you are filing pursuant to Rule 17a-5 under the Securities
Exchange Act of 1934. This financial statement is the responsibility of the Company's
management. Our responsibility is to express an opinion on this financial statement based on
our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the statement of financial condition is free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statement. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the statemeht of financial condition referred to above presents fairly, in all
material respects, the financial position of Funds Distributor, LLC as of December 31, 2009, in
conformity with accounting principles generally accepted in the United States of America.

Q4. ot L

Roseland, New Jersey
February 22, 2010



FUNDS DISTRIBUTOR, LLC
(A Wholly-Owned Subsidiary of Foreside Financial Group, LLC)

STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2009

ASSETS
Cash $ 411,903
Distribution fees receivable 510,076
Prepaid expenses 11,753
Other receivables 212,301
Total assets $ 1,146,033

LIABILITIES AND MEMBER'S EQUITY

Liabilities:
Distribution fees payabie $ 641,793
Accrued expenses 38,385
Payable to related parties 36,575
Total liabilities 716,753

Commitments and contingencies

Member's equity 429,280

Total liabilities and member's equity $ 1,146,033

See Notes to Statement of Financial Condition.
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FUNDS DISTRIBUTOR, LLC
(A Wholly-Owned Subsidiary of Foreside Financial Group, LLC)

NOTES TO STATEMENT OF FINANCIAL CONDITION

Note 1 - Organization:
Funds Distributor, LLC (the "Company"), is an indirect wholly-owned subsidiary of
Foreside Financial Group, LLC and a direct subsidiary of Foreside Distributors LLC
("Foreside" or the "Parent"). The Company is registered with the Securities and
Exchange Commission ("SEC") as a broker-dealer and is a member of both the
Financial Industry Regulatory Authority ("FINRA") and Securities Investor Protection
Corporation ("SIPC").

The Company is a limited liability company and its operating agreement provides for
the Company to exist in perpetuity.

The Company serves as administrator, distributor and principal underwriter to
various investment companies (the "Funds") and substantially all of the Company's
revenues are earned from the Funds or from the investment advisors to the Funds.
The sales of the Funds' shares are executed by third party broker-dealers.

The accompanying statement of financial condition has been prepared from the
separate records maintained by the Company and, due to certain transactions and
agreements with affiliated entities, may not necessarily be indicative of the financial
condition that would have existed had the Company operated as an unaffiliated
entity.

Note 2 - Summary of significant accounting policies:
Cash:
The Company maintains cash deposits in banks which, from time to time, exceed
the amount of deposit insurance available. Management periodically assesses
the financial condition of the banks and believes that any potential credit loss is
minimal.

Revenue recognition:
Distribution fees represent 12b-1 fees paid by the Funds pursuant to the
Distribution Agreement (the "Agreement") between the Funds and the Company.
Fees earned by the Company are principally determined based on average daily
net assets of the Funds and are accrued monthly.

Administration fees include a contractually fixed fee. These fees are earned from
the Funds' investment advisors for providing ongoing management and oversight
of distributor activities. These fees are billed and earned monthly.



FUNDS DISTRIBUTOR, LLC
(A Wholly-Owned Subsidiary of Foreside Financial Group, LLC)

NOTES TO STATEMENT OF FINANCIAL CONDITION

Note 2 - Summary of significant accounting policies (continued):
Revenue recognition (concluded):
Investors in certain classes of the Funds' shares pay commissions to the
Company for the purchase of those shares based on a percentage of the value of
the shares purchased. The Company, in turn, pays commissions to the broker-
dealers who originated the sales. Such transactions are recorded as net
commission income. Certain commission income is earned by the Company as
the broker-dealer of record for investors who purchase directly from the Funds.

Base distribution fees not paid out of the Funds’ 12b-1 plan are fees paid by the
Funds' investment advisors for providing ongoing management and oversight of
distributor activities. These fees are billed and earned monthly. The fee contains
a fixed monthly fee plus a variable portion if additional services are provided.

Licenses and fees rebill represent payments made by the Funds' advisors to
compensate the Company for certain expenses incurred. The expenses include
FINRA licensing and advertising review fees.

Distribution and distribution related expense:

Distribution expense represents 12b-1 fees predominantly incurred to the dealer
of record. Distribution fees not paid to selling brokers are used to support other
distribution related activities as allowed under the distribution plan. Accrued
distribution related expenses (which result from unpaid distribution fees and
certain commissions earned by the Company) include, but are not limited to, the
printing of prospectuses and reports used for sales purposes, advertisements,
expenses of preparation and printing of sales literature, expenses associated
with electronic marketing and sales media and communications and other sales
or promotional expenses.

Receivables:
On a periodic basis, the Company evaluates its receivables and establishes an
allowance for doubtful accounts, based on a history of past write-offs and
collections and current considerations. At December 31, 2009, no allowance for
doubtful accounts was deemed necessary.

Income taxes:
The Company is a limited liability company and is considered a disregarded
entity for Federal income tax purposes. Any income or loss generated is passed
through to the member.

The Company adopted the new accounting for uncertainty in income taxes
guidance on January 1, 2009. The adoption of that guidance did not result in the
recognition of any unrecognized tax benefits and the Company has no
unrecognized tax benefits at December 31, 2009. The Company's income tax
returns prior to fiscal year 2005 are closed and management continually
evaluates expiring statutes of limitations, audits, proposed settlements, changes
in tax law and new authoritative rulings.

5



FUNDS DISTRIBUTOR, LLC
(A Wholly-Owned Subsidiary of Foreside Financial Group, LLC)

NOTES TO STATEMENT OF FINANCIAL CONDITION

Note 2 - Summary of significant accounting policies (concluded):
Use of estimates:
The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to
make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenue and expenses during
the period. Actual results could differ from those amounts.

Subsequent events:
The Company has evaluated events and transactions for potential recognition or
disclosure through February 22, 2010, which is the date the statement of
financial condition was available to be issued.

Note 3 - Related party transactions:

Foreside provides various services to the Company such as use of office facilities,
equipment, personnel and other administrative services. Foreside charged the
Company an administrative service fee for these services designed to cover the
costs of providing such services. At December 31, 2009, amounts due to Foreside
for these services amounted to $35,756. Such amounts are included in due to
related parties on the accompanying statement of financial condition. The
administrative service fee would not necessarily be the same if an unrelated party
provided these services to the Company.

Note 4 - Net capital requirement:

As a registered broker-dealer engaged in the sale of redeemable shares of
registered investment companies and certain other share accounts, the Company is
subject to the SEC's Uniform Net Capital Rule 15c3-1, which requires the
maintenance of minimum net capital and the ratio of aggregate indebtedness to net
capital not to exceed 15 to 1. The rule also provides that equity capital may not be
withdrawn or cash distributions paid if the resulting net capital ratio would exceed
10 to 1. At December 31, 2009, the Company had net capital of $205,226, which
was $157,442 in excess of its minimum required net capital of $47,784. The
Company's ratio of aggregate indebtedness to net capital at December 31, 2009
was 3.49 to 1.



FUNDS DISTRIBUTOR, LLC
(A Wholly-Owned Subsidiary of Foreside Financial Group, LLC)

NOTES TO STATEMENT OF FINANCIAL CONDITION

Note 5 - Regulatory compliance:
The Company claims exemption under the exemptive provisions of Rule 15¢3-3
under subparagraph (k)(1) - all customer transactions are limited to the sale and
redemption of redeemable securities of registered investment companies and the
Company does not maintain customer accounts or handle customer funds.

Note 6 - Contracts:

The Company has Distribution Agreements with the Funds under which it acts as
the distributor of the shares of beneficial interest of the Funds. The original term of
the Agreements continued through September 28, 2008 at which time they were
renewed until September 28, 2009. Thereafter, if not terminated, the Agreement
shall continue with respect to the Funds for successive one-year terms, provided
such continuation is approved at least annually (a) by the vote of a majority of those
members of the respective Fund's Board of Trustees who are not parties to this
Agreement or interested persons of any such party and (b) by the vote of the
respective Fund's Board of Trustees, or by the vote of a majority of the outstanding
voting securities of such Fund. The Agreement is terminable without penalty with 60
days' prior written notice, by the respective Fund's Board of Trustees, by a vote ofa
majority of the outstanding voting securities of the respective Funds, or by the
Company. The Company has also entered into a Distribution Services Agreement
with the respective Fund's investment advisor (the "Services Agreement"’) which
continues in effect through the term of the Distribution Agreement. The Company
receives commissions on sales of certain new Funds' shares and any distribution
and services (12b-1) fees paid by the Funds for shares sold which are still
outstanding.

The Company enters into Dealer and Selling Group Member Agreements with
various intermediaries (including third party broker-dealers, banks and third party
administrators) related to the sale of the shares of the Funds and the servicing of
the Funds’ shareholders. The Company may pay these intermediaries distribution
and shareholder servicing fees (12b-1 fees or commissions) as outlined in their
respective Dealer and Selling Group Member Agreements provided that the
Company first receives such payments from the Funds.



FUNDS DISTRIBUTOR, LLC
(A Wholly-Owned Subsidiary of Foreside Financial Group, LLC)

NOTES TO STATEMENT OF FINANCIAL CONDITION

Note 6 - Contracts (concluded):

The Company is entitled to receive the compensation and reimbursement of the
expenses set forth in the Distribution Agreements or the Services Agreements,
based on the services selected. The Agreements contain a fixed annual fee plus a
variable portion if additional services are provided. Pursuant to the Services
Agreement, if the Funds are not authorized to compensate and reimburse the
Company in full in accordance with the Agreement, the investment advisor shall
compensate and reimburse the Company to the extent that the Funds are not so
authorized. The revenue is realized as base distribution fees.

The Company has agreements with third party financing agents with respect to the
purchase and sale of B and C shares of certain mutual funds, which have 12b-1
distribution plans and a contingent deferred sales charge feature. Under this
agreement, the third party financing agents receives all contingent deferred sales
charges, 12b-1 fees and shareholder servicing fees from the Funds. The financing
agent pays the Company the amount of the commission due to the selling broker-
dealers and the Company then remits such amount to the selling broker-dealers.

Note 7 - Indemnifications:
The Company provides representations and warranties to counterparties in
connection with a variety of commercial transactions and occasionally indemnifies
them against potential losses caused by the breach of those representations and
warranties. These indemnifications generally are standard contractual terms and
are entered into in the normal course of business. The maximum potential amount
of future payments that the Company could be required to make under these
indemnifications cannot be estimated. However, the Company believes that it is
unlikely it will have to make material payments under these arrangements and has
not recorded any contingent liability in the statement of financial condition for these
indemnifications.
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Report of Independent Public Accountants
on Applying Agreed-Upon Procedures

Related to an Entity's SIPC Assessment Reconciliation

To the Member
Funds Distributor, LLC

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934, we have
performed the procedures enumerated below with respect to the accompanying Transitional
Assessment Reconciliation (Form SIPC-7T) of Funds Distributor, LLC (the "Company") for the
period from April 1, 2009 to December 31, 2009, which were agreed to by the Company and
the Securities and Exchange Commission, Financial Industry Regulatory Authority, Inc., and
Securities Investor Protection Corporation, solely to assist you and the other specified parties
in evaluating the Company's compliance with the applicable instructions of the Transitional
Assessment Reconciliation (Form SIPC-7T). The Company's management is responsible for
the Company's compliance with those requirements. This agreed-upon procedures
engagement was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants. The sufficiency of these procedures is
solely the responsibility of those parties specified in this report. Consequently, we make no
representation regarding the sufficiency of the procedures described below either for the
purpose for which this report has been requested or for any other purpose. The procedures we
performed and our findings are as follows: : '

1. Compared the listed assessment payments in Form SIPC-7T with respective cash
disbursement records entries per the detailed general ledger noting no differences;

2. Compared the Total Revenue amounts of the audited Form X-17A-5 for the year ended
December 31, 2009 less revenues reported on the FOCUS reports for the period from
January 1, 2009 to March 31, 2009, as applicable, with the amounts reported in Form
SIPC-7T for the period from April 1, 2009 to December 31, 2009 noting no differences;

3. Compared the adjustments reported on line 2(c)(1) on Form SIPC-7T with the "SIPC
Insurance Coverage 2009" excel schedule provided to us by the Company and
supporting working papers, noting no differences;

4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7T and in
the related schedules and working papers supporting the adjustments noting no
gegc  differences; and
Mal‘ Pmcessmx;;
Sectio’s, Read line 2C on page 1 of Form SIPC-7T and observed there was no overpayment

.applied to the current assessment.
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We were not engaged to, and did not conduct an examination, the objective of which would be
the expression of an opinion on compliance. Accordingly, we do not express such an opinion.
Had we performed additional procedures, other matters might have come to our attention that
would have been reported to you.

This report is intended solely for the information and use of the specified parties listed above
and is not intended to be and should not be used by anyone other than these specified parties.

y%%uf

Roseland, New Jersey
February 22, 2010



SIPC-7T|

(29

1. Name of Memter, address, Designated Examining Authority, 1934 Act re
purposes of the audit requirement of SEC Rule 17a-5;

-REV 12/09)

.

L

2. A. Generaf Assessment [item 2e from page 2 (not less than $150 minimum)]

8.

o o

T

SECURITIES INVESTOR PROTECTION CORPORATION
805 15th St. N.W. Suite 800, Washington, D.C. 20005-2215

Transitional Assessment Reconciliation
(Read carefully the instructions in your Working Copy before completing this Form)

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

020518 FINRA DEC
FUNDS DISTRIBUTOR LLC  13*13

AJIN JOY HATHAWAY 3 sp o]
T

1.0

7 125"

DSTES0 ™ 0
GAMKNNA OY43230-3202 P rﬂ&na{)ﬂ

Date Paid
Less prior overpayment applied

Assessmert balance due or {overpayment)

Interest computed on fate payment (see instruction E} for_

PAID WITH THIS FORM:

Check enclosed, payable to SIPC
Total (must be same as F above)

Overpayment carried forward

ﬁc@.&g Stz <o

Name and telephone number of person to contact
respecting this form.

&

aHiel }

202-371-8300

gistration no. and month in which fiscal year ends for

, Note: it any of the information shown on the mailing labei
requires correction, please e-mail any corrections to
form@sipc.org and so indicate on the form filed.

$

Less payment madgewith SIPC-8 fited including $150 paid with 2009 SIPC-4 (exclude interest)
Lo 7)2iley = € 55
7

__days at 20% per annum

Total assessment balance and interest due (or overpayment carried forward)

[Cé6

$(

o

(

i 718

7oy

O

[c0b

&

3. Subsidiaries (S} and predecessors {P) included in this torm {give name and 1934 Act registration number):

NIA

The SIPC member submitting this form and the
person by whom it is executed represent thersby
that all information contained herein is true, correct

and complete.

Dated the ¥ day of

This form and the assessment payment is due 60 days after the end of the fiscal

o

, 208

g)nuh

Ditabodbn

WﬂmLf

AN

Name of Corporation, Pastrership or other organization)

Ao @

AAuthorized Signalure)

Uice  Ueoidand

for a period of not Iess than 6 years, the latest 2 years in an easily accessible place.

year, Retain the Working Copy of this form

SIPC REVIEWER

Dates:

Postmarked

Calculations _

Exceptions:

Received

" Disposition of exceplions:

Reviewed

Documentation

Forward Copy

SIPC-7T

(28-REV 12/09)




DETERMINATION OF “SiPC NET OPERATING REVENUES”
AND GENERAL ASSESSMENT

Amounts for the fiscal period
beginning Aprit 1, 2009
and ending et 3t | 20¢r
Eliminate cents

item No. £ ey -
o 113 154

va. Total reverue {FOCUS Line 12/Part 1A Ling 9, Code 4030} $ . £ ]
2b. Additions:
{1} Total revenues from the securities business of subsidiaries {except foreign subsidiaries} ang ey
predecessors nol included above. el
{23 Net ioss fram principei lzarsactions in securities in trading accounts. s
(3] Net loss from principat iransactions in commedilies in trading actounts. -
- PN . N . . . .. ~ ]
{4} inferast and dividend expense deducisd in defermining item 2a. &
o
{5] Net loss from management of or participation in the underwriting or distribution of securilies. ~
{81 Expenses other t'nan advertising, printing, registration: fees and tegal fees deducted in determining net )
profit {rom management of or patticipation in underwriting or distrioution of securities.
(7% Net loss fron securities in investment accounts. </
Total addiiions : </

2¢. Deductions:
{1) Revenues from the distribution of shares of a registnred open end investment company or unit
investment trust, from the sale of variable annuities, from the business of insurance, from investmen
advisery services rendered fo zeglstered 'inves‘tmenl cor:npanses of insurance company separale 5 €t Q} g:‘ {3 c\;
accounts, and from transactions in security futures products. el

7 3
{2) Revenues from commadity transactions. &
{3) Commissions, ficor brokerage and clearance paid to other S{PC members in coanection wilh —
© securities transactions. </
[4) Reimbursen ents for postage in connection with proxy solicitation. i

<o

{5) Net gain from securilies in invesimeni accounts.

{6) 100% of commissions and markups earned from transactions in {i] certificaies of deposit and
{ify Treasury dills, banksrs acceptances or commercial papes that mature nine months or less Cj
from issuance daie. g

(73 Direci expenses of printing advertising and legal fees mcurred in connection with other revenue O
related to the securiiies business {revenue defined by Section 16{9) (L] of the Act}. ‘

(8) Other revenue not related either directly or indirectly to the securities business.
(See Instruciion C}:

&
19) {i} Total interest and dividend expense (FOCUS Line 22/PART IIA Line 13,
Code 4075 plus line 2b(4} above} but not in excess o
of total interest and dividend income. 3

(i} 40% of interest earned on customers securities accounts 5')
{40% of FOCUS iine 5, Code 3960}, $ -
Enier tha greatsr of line {i) or (ii} a

I ) 4‘
Toial deductions Q 93 {«3
' s
2d. SIPC Net Operating Revenues $ £ aY @z Y

@ .0025 3 NIEe

{tc page 1 but not less than
$156 minimum)

2e. General Assessmert

™o



Funds Distributor, LLC
(A Wholly-Owned Subsidiary of
Foreside Financial Group, LLC)

Report on Statement of
Financial Condition

December 31, 2009



